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FOURTEEN | NDI CTED ON FEDERAL SECURI TI ES CHARGES FOR
Bl LKING | NVESTORS IN $2 MLLION “BO LER ROOM SCHEME

DAVID N. KELLEY, the United States Attorney for the
Sout hern District of New York, announced the unsealing today in
Manhattan federal court of an Indictnment charging 14 fornmer
of ficers and enpl oyees of LlIoyd Wade Securities (“LlIoyd Wade”), a
now defunct securities broker-dealer, with participating in a
fraudul ent schene to nmanipulate trading in NetBet, Inc.
(“NetBet”), an Internet gam ng conpany. The defendants charged
in the Indictment are Lloyd Wade's forner trader and 13 fornmer
LI oyd Wade stock brokers.

According to the Indictment, from about Decenber 1996 to
about January 1999, Lloyd Wade served as a “market maker” in the
securities of NetBet, a Nevada corporation with its principal
office in Newport Beach, California, which was engaged in the

busi ness of devel opi ng software, security, and transaction



techni ques for gam ng over the Internet. NetBet’'s securities
were |listed on the over-the-counter “Bulletin Board” market. In
its capacity as a market nmaker, LlIoyd Wade handl ed approxi mately
70 percent of all retail trading in NetBet securities, according
to the Indictnent.

The Indictnent alleges that the defendants and ot her co-
conspirators engaged in a schene to mani pul ate trading i n NetBet
securities that defrauded LI oyd Wade’s customers out of nore than
$2 mllion. According to the charges, the defendants and their
co-conspirators arranged to obtain |arge bl ocks of NetBet
securities at bel owmarket prices, stinulated artificial investor
demand in the public market for NetBet securities by using
fraudul ent “boiler rooni sales tactics, and then sold the NetBet
securities into the artificial demand they had creat ed.

According to the Indictnent, LIoyd Wade Head Trader
M CHAEL NI EBUHR and others entered into secret and undi scl osed
arrangenents for Lloyd Wade to purchase NetBet securities from
co-conspirators at bel ow narket prices, then determ ned the price
at which Ll oyd Wade woul d sell NetBet securities to the public on
a given day. This price was based on, anong other factors, the
nunber of shares of NetBet securities that LlIoyd Wade coul d
purchase fromcertain co-conspirators on a particul ar day, the
price Ll oyd Wade woul d pay for these shares, and the anount of

profit per share that the defendants sought to generate through



the sale of NetBet securities, the Indictnent alleges.

The Indi ctnent charges that to i nduce sal es of NetBet
securities at the predeterm ned price, N EBUHR and ot her co-
conspirators paid secret bribes to the 13 stock broker
def endants. These bribes were paid separately and in addition to
t he brokers’ normal comm ssion paynents and typically equal ed 25
to 50 percent of the total amobunt of each custoner transaction in
Net Bet securities, it is alleged.

According to the Indictnent, the broker defendants used
a variety of fraudul ent and deceptive “boiler roonf tactics to
i nduce retail custoners to purchase and hold NetBet securities,

i ncl udi ng hi gh-pressure, false, and m sl eadi ng sal es pitches
intended to convince custonmers to purchase NetBet securities.

For exanple, in many instances relying on printed sales scripts,

t he broker defendants allegedly falsely represented to custoners
that they possessed information regarding pending |legislation to
| egalize internet ganbling in the United States, which would
cause the price of NetBet securities to rise, and falsely clained
to have personal rel ationships wth NetBet executives.

According to the Indictnment, to maintain the price of
Net Bet securities at a level sufficient to generate profits for
menbers of the scheme, the broker defendants al so refused to
execute custoners’ orders to sell NetBet securities, or failed to

execute such orders in a tinely fashion. |If custoners persisted
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in their desire to sell NetBet securities, the broker defendants
enpl oyed a nunber of techniques to avoid or delay sales,

i ncluding (a) avoiding custoner tel ephone calls, (b) transferring
custoner calls to other brokers, and (c) failing to wite out
sales tickets, it was all eged.

The defendants charged in the Indictnment unseal ed today

are:

M CHAEL NI EBUHR, 50, a resident of Hal eiwa, Hawaii .

ANTHONY BI SCEGLI E, 35, a resident of Seacaucus, New
Jersey.

Rl CHARD LAGRECA, 38, a resident of Fairfield, New
Jersey.

M CHAEL G ANGREGORI O, 32, a resident of Staten |sland,
New Yor k.

NI CHOLAS ClI ANCI ARUSO, 31, a resident of Staten Island,
New Yor k.

M CHAEL COLAI ACOVO, JR, 30, a resident of Kinnelon, New
Jersey.

RI CHARD W LLI AMS, JR., 30, a resident of Wayne, New
Jersey.

RAFFI OGHLI AN, 28, a resident of Wstwood, New Jersey.

RALPH DELUCA, 27, a resident of Madison, New Jersey.

DAMON PI CCOLO, 32, a resident of Staten |sland, New
Yor k.



JAMES MORGAN, JR , 34, a resident of Denton, Texas.
FRANK CARDONE, 28, a resident of Nutley, New Jersey.
EDWARD MACHADO, 31, a resident of South Sal em New York.
EDWARD GOVEZ, 35, a resident of Massapequa, New YorKk.
Each of the defendants is charged in the Indictnment with
one count of conspiracy and one count of securities fraud. The
conspiracy charge carries a maxi num sentence of 5 years in prison
and a fine of $250,000 fine, or twice the gross gain or |oss
resulting fromthe crinme. The securities fraud count carries a
maxi mum sent ence of 10 years in prison and a maxi num fine of
$1, 000, 000 fine, or twice the gross gain or loss resulting from
the crine.
Twel ve of the defendants have been arrested thus far and
i ncl ude BI SCEGLI E, LAGRECA, ClI ANCI ARUSO, COLAI ACOVO, JR.,
W LLI AMS, JR, OGHLI AN, DELUCA, PICCOLO, CARDONE, MACHADO, and
GOVEZ, who were arrested this norning and are expected to be
arrai gned before a United States Magi strate Judge in Manhattan
| ater today.
M. KELLEY praised the efforts of the Federal Bureau of
| nvestigation in the investigation of this case. M. KELLEY
t hanked the United States Securities and Exchange Conm ssion and
NASD for their assistance in this matter.

Assi stant United States Attorneys DAVID B. ANDERS and
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JOSHUA A. LEVINE are in charge of the prosecution.

The charges contained in the Indictnment are nerely
accusations, and the defendants are presunmed i nnocent unl ess and
until proven guilty.
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